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China officially proposed the strategy ‘one belt one road’ in 2013, which aims to jointly faciliate
the regional economic intergration by strengthening cooperation with neighboring countries. After the
strategy ‘one belt one road’ had been proposed, Kazakhstan, as a necessary part of the Silk Road, and
China will develop further exchange and communication in economics, politics, culture. The geographi-
cal location of China and Kazakhstan are border to each other and their resources can complement each
other’s needs. These conditions give important opportunity and juncture for two countries on trade
cooperation and mutual investment. The aim of this article is to reveal the main problems of trade co-
operation between China and Kazakhstan. This article takes the industrial cooperation between China
and Kazakhstan as the research object, analyzes the current trade between China and Kazakhstan and
the significance of industrial cooperation. Methodology of the article consists of mathematical analysis,
scientific analysis and synthesis, statistical methods, historical method. Finally discuss the further op-
portunities for economic and trade cooperation between the two countries according to the current
economic situation. The main conclusion of the article consists of idea that Kazakhstan and China need
to deepen and expand their trade relations.

Key words: Trade cooperation, industry cooperation, one belt one road, Kazakhstan.
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KpbiTait men KasakcraH apacbiHAAFbl CayAQ-39KOHOMMKAADIK, bIHTbIMAKTACTbIK,
MaceAeAepi MeH KeAeLueri

Kbitan 2013 XblAbl PECMWN TYPAE KOpLLi EAAEPMEH bIHTbIMAKTACTbIKThbl HbIFANTY apKbIAbl OHIPAIK
SKOHOMMKAAbIK, MHTErpaumsHbl OipAecin HbiFanTyra 6arbiTTaaraH «bip 6eaaey — 6ip KoA» aTThbl
CTpaTernscbiH YCbiHABL. «bip Geaaey — 6ip XKOA» CTpaTernsachbl yCbiHbIAFaHHaH coH Kaszakcran XKibek
>KOAbIHbIH, aXkblpamac OeAiri peTiHae KbiTaliMeH 3KOHOMMKA, CascaT >KOHE MOAEHMET CaAaCblHAA
OAQH Bpi aAMacyAapAbl AambiTaabl. KbiTait MeH KasakcraH wwekapaaac MemaekeTTep 6OAFaH COH, exi
MEMAEKET pecypcTapbl Bip-0ipiHiH KaXXeTTIAIKTEPIH TOAbIKTbIPa aAaAbl. ByA MyMKIHAIKTEP eKi eAAiH
CayAa bIHTLIMAKTACTbIK, MeH ©3apa MHBECTMLUMAAAP CaAaCbiHAA Bipiryre MyMKiHAIK 6epeai. MakaAaHbiH
MakcaTbl — KbiTat MeH KasakcTaH apacblHAQFbl Caypa CaAaCbIHAAFbl bIHTbIMAKTACTbIKTbIH, HEri3ri
MOCEeAEAEpPiH aHblKTay. MakaAaHblH 3epTTey o0ObekTici peTiHae Kbitail MeH KasakcTaH apacbiHAAFbI
OHEPKACINTIK bIHTbIMAKTACTbIK, KAPACTbIPbIAAAbl, COHbIMEH KATap OHbIH MaHbI3AbIAbIFbI MeH KbiTalt MeH
KasakcTaH apacbiHAAFbl Kasipri cayaa-caTTblK, 3epTTeAesi. MakaAaHblH 8AiCHaMacbl MaTeMaTUKAAbIK,
TaAAQYAQH, FbIABIMW TAaAAQy MEH CMHTE3AEH, CTAaTUCTMKAAbIK SAICTEPAEH, TapuUXM BAICMEH TypaAbl.
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bacTbicbl Ka3ipri 3KOHOMMKAAbIK, >KaFAadiiFa CaKeC eki eA apaCblHAAFbl SKOHOMMKAABIK, XKOHe cayAa-
3KOHOMMKAAbIK, bIHTbIMAKTaCTbIKTbl OAAH 8Pi AAMbITY MYMKIHAIKTEPI TaAKblA@HaAbl. MakaAaHbIH 6aCTbl
KOPbITbIHABICHI — Ka3akcTtaH MeH KbiTaiAbliH CayAd KQTbIHACTAPbIH TEPEHAETY YKOHE KEHENTY KakeT.

Tyiin ce3aep: cayAa bIHTbIMAKTACTbIFbl, CAAAAbIK, bIHTbIMAKTACTbIK, 6ip 6eaaey 6ip >KOA,
Ka3sakcTaH.
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Mpo6AemMbl 1 nepcrneKTUBbl TOProBO-9KOHOMMYECKOr0 COTPYAHMYECTBa
mexay Kutaem n KazaxcraHom

Kutain odmumasbHO npearoxma crpatermio «OaMH Mosic — oAMH NyTb» B 2013 roAy, UeAblo
KOTOPOWM $IBASIETCS COBMECTHOE YKpEernAeHMe PervoHaAbHOM 3KOHOMMYECKOW WHTerpaumm mnytem
YKPEnAeHUsl COTPYAHMYEeCTBa C COCEAHMMM cTpaHamu. [locae npeanoxkeHus crpatermn «OAMH
nosic — OAMH nyTb» KazaxcrtaH kak HeoTbemaemasi yacTb LLleakosoro nytm n Kutam 6yayT passmBath
AAABbHENLIMIA B3aMMOOOMEH B 3KOHOMMKE, MOAMTMKE M KyAbType. Kutai m KasaxcrtaH rpaHuuar,
COOTBETCBEHHO, MX PECYPCbl MOTYT AOMOAHSTb MOTPEOHOCTM APYr Apyra. DTW YCAOBMS MO3BOASIOT
ABYM CTpaHam 06beAMHUTLCS B 06AACTM TOProBOr0 COTPYAHMYECTBA M B3aUMHbIX MHBECTULMIA. LleAb
CTaTbM — BbISBUTb OCHOBHbIE NMPOBGAEMbI TOPrOBOro COTPyAHMYECTBa MexAy Knutaem mn KasaxcraHom.
B 37O cTaTbe paccMaTpuBaeTCs MPOMbBILIAEHHOE COTPYAHMYECTBO Mexay Kutaem m KasaxcrtaHom
Kak O0ObEKT MCCAEAOBaHMSI, aHAAM3MPYETCs Tekyluas TOproBas mexay Kutaem m KasaxcraHom um
3HauYeHMe MPOMbILIAEHHOTO COTPYAHMYECTBA. MeToAOAOrMS CTaTbM COCTOMUT M3 MaTemMaTMyeckoro
aHaAM3a, HAy4HOro aHaAM3a WM CMHTe3a, CTATUCTUYECKMX METOAOB, MCTOPUYECKOro metoaa. M,
HakoHeLl, 06CY>KAQITC AAAbHENMLLIME BO3MOXKHOCTM 3KOHOMMYECKOrO M TOProBOro COTPYAHMYECTBA
MEXAY ABYMSI CTpaHamu B COOTBETCTBMW C TeKYyLUel 3KOHOMMYeckon cutyaumeirn. OCHOBHOWM BbIBOA,
CTaTbM COCTOMT B TOM, 4TO KasaxcTtaHy 1 KuTtato HEOOXOAMMO YIAYBASTb 1M pacluMpsiTb CBOM TOProBble

OTHOLUEHWNA.

KAroueBble caoBa: TOProBoe COTPYAHNYECTBO, OTpaCAeBO€e COTPYAHMYECTBO, OAI/IH nosic — OAMH

nyTb, KazaxcraH.

Introduction

The proposition of the great strategic concept of
‘the Belt and Road’ is not only an important strategic
plan for accelerating our country’s economic
transition but also the comprehensive product of the
current regional economic integration in full swing.
When conducting economic and trade cooperation
with other countries along the route, a reasonable
geographical location and industrial choice are the
important impetus to building ‘the belt and road’
initiative. The Belt and Road runs through the three
continents of Europe, Asia and Africa. Central
Asia is one of the key destinations for cooperation.
At present, Kazakhstan is China’s largest trading
partner among Central Asian countries. In
addition, the country has the fastest economic
growth and greatest economic strength among
Central Asian countries in recent years. China is
Kazakhstan’s second largest trading partner. China
and Kazakhstan are bordering each other so their
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resources can complement each other’s needs; such
advantages give opportunities and junctures for two
countries to carry out trade cooperation and mutual
investment. Therefore, studying the industrial
cooperation between China and Kazakhstan has
great significance to the continued development of
the two countries and is conducive to adjusting their
foreign policies, which can broaden the areas of
cooperation and achieve win-win results. The main
problem set in the article is — of which grade mutual
trade and economic relations are beneficial for both
sides. The main hypothesis was that they are highly
beneficial because of complimentary interests of
countries directed to each other. Research structured
that way: first of all the modern situation of trade
cooperation between countries was investigated
using mathematical methods and graphical analysis.
Second, the grade of importance of trade relations
was revealed and analyzed using historical method
and scientific synthesis. Finally, ideas of both parts
were generalized in conclusion.
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Methodology

In alignment with the aims of the paper, the
authors apply three main methodological tools:

1) In order to show the complete picture of the
trade and economic cooperation between the two
countries, we analyzed many scientific publications
of domestic and foreign authors, as well as state
programs and agreements over the last decade on
this topic.

2) To draw a figure illustrating dynamics of the
trade combined degree (TCD) authors analyzed
mainly the statistical sources connected with trade
between China and Kazakhstan. These sources have
given to the authors all necessary numerical data
from 2000 to 2014 years.

3) The authors present detailed of the problems
and perspectives of trade and economic relations
between China and Kazakhstan.

The authors wused the following research
methods: from simple to complex, from the
abstract to concrete, the unity of historical and
logical components, methods of statistical and
economic analysis, comparative analysis, methods
of mathematical analysis, methods of dialectical
cognition.

Discussion
Several scholars from Kazakhstan, Russia

and other countries studied issues connected with
trade interests of China: G.K. Zhaksygylova,

E.E. Baimuhanbetova, D.Zh. Myrzahanova
(Zhaksygylova. 2015: p.40), E.B. Roman’ko,
A.O Musabekova (Roman’ko, 2015: p.131),

N.P. Karpova (Karpova, 2015), V.V. Mozharova
(Mozharova, 2011), Wang, J., Ducruet, C. (Wang,
2014:p.10), Remyga V.N. (Remyga, 2015), Kalieva
A.B.(Kalieva,2015:p.118),Ovcharenko N., Titjuhin
N. (Ovcharenko, 2016), Stepanov V. V. (Stepanov,
2012: p. 25), Sun Li (Sun Li, 2010: p.8), Hodzhaev
A. (Hodzhaev, 2007: p. 38), Hafizova K.(Hafizova,
2000), Syroezhkin K.L. (Syroezhkin, 2006: p. 99).
Moreover, the head of China — Xi Jingping stated
the importance of developing relations between
China and Kazakhstan (Xi Jingping, 2014: p. 10).
Also there was a survey carried out by Asian
Development Bank (Asian Development Bank,
2014). Kazakhstani scholar A. Myrzakhmetova
investigated main features of Kazakhstani economy:
“Kazakhstan is a developing, open, but small
economy, which supplies raw materials to the world
market, and this depends largely on the global
market situation.” (Myrzakhmetova, 2015, p. 5),

“Globalization, integration of the world economy
showed strong interconnection and interdependence
of the economies in the world” (Myrzakhmetova,
2016: p. 637), also Myrzakhmetova mentioned
some features of transit potential of Kazakhstan
(Myrzakhmetova, 2017: p.365). Chinese researcher
also made their contribution. In Li Zhong-ming’s
work in 2014 about building ‘the belt and road’
initiative, with the theme of optimal allocation of
intra-industry trade and production factors, he has
discussed about the trade cooperation between China
and other countries along the Silk Road Economic
Belt (Wei Lei, 2015). Then he emphasizes that the
scale and quantity of industrial cooperation should
cause more attention to the rational use of factors
and meanwhile increase the benefit of both parties.
Li Nan had pointed out in 2015 that the economic
development and the distribution of infrastructure
in the countries and regions along the “Belt and
Road” is not balanced, which are hard to meet the
requirements of economic and trade cooperation
(Cao Yuan-Zheng, 2015). However, the excessive
productivity in China may just fix such problems in
other countries so that the cooperation between the
two sides can achieve mutual benefits and win-win
results (He wei-lin).

In 2011, Zhi Zhi-Xiong and Wang Ying (Zhi-
xiong, 2011) studied the process of industrial
cooperation between China and Kazakhstan and
used the indexes of trade-combined degree, rate of
flow and their growth rate between Kazakhstan and
other countries, reach the conclusion that China and
Kazakhstan are closely related and the cooperation is
stable. Jiang Li, Gao Zhi-gang (Gong Xin-shu, 2010)
pointed out in 2014 that Central Asia is the key point
for China’s cooperation with neighboring countries,
and Kazakhstan as the largest country in Central
Asia, they explored the approach of cooperation in
future between China and Kazakhstan through the
use of game theory.

1. The Current Situation of Trade Cooperation
between China and Kazakhstan

1.1 Analysis of China — Kazakhstan Trade
Cooperation.

After Chinaput forward the importantinitiative of
“the belt and road the exchange and communication
of economies, politics and culture between these two
countries will move towards further development.
Kazakhstani scholar Tokayev analyzed the rich oil
and gas resources of Kazakhstan in 2007 and China’s
huge demand for energy and pointed out that China
and Kazakhstan have already started cooperation
in the field of oil and gas development. In 2012,
He Wei-lin studied the competitive advantages of
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China and Kazakhstan respectively by the basis of
comparative advantage theory. Kazakhstan is rich in
energy and China’s domestic resources are far from
meeting its own development needs. Additionally,
the processing level of China’s light industry is
also well developed and Kazakhstan’s resources are
required as well.

From the perspective of bilateral trade, during
the initial period of independence of Kazakhstan,
the two countries mainly realized trade cooperation
through simple border transportation and then
gradually shifted to processing trade and leasing
trade. Nowadays, bilateral trade has devloped
diversely such as trade fairs, consignment trading
and other forms. Industry played a decisive role in
the economic development of a country. In 2012,
President Nazarbayev pointed out that Kazakhstan
needs to shorten the development period in order to
become one of the 30 most developed countries in
the world by 2050 and achieve full industrialization.
Kazakhstan is rich in natural resources and has
plenty of resources such as coal, oil and natural
gas, which are also important for its development.
The available known resources include 3 trillion
cubic meters of natural gas, 4 billion tons of oil
and so forth. Its national pillar industry, the mining
industry, is far ahead from its total industrial
output. Taking 2013 as an example, the mining
industry has a total value of 72.18 billion U.S.
dollars, accounting for 60.3% of the total. On the
contrary, light industrial development has a weak
foundation and slow development, accounting for
less than 1% of the manufacturing industry and
0.34% of the total industry, mainly due to China’s
import and processing. At present, the deficiencies
in the industrial sector in Kazakhstan are internal
imbalances in the structure, lack of innovation
capability, the decline in the number of small and
medium-sized industrial innovative enterprises
and the lack of sustainability in development. It is
necessary for the government and enterprises work
together to improve this situation to formulate policy
proposals and rely on innovation and technology to
boost the industrial standard.

According to the data of 2014, both sides are
actively engaged in trade cooperation. Among
them, the first category of Kazakhstan’s exports to
China is mineral products, followed by base metals
(products) and chemical products, accounting
respectively for 64.9%, 19.9% and 12.2% of its total
exports to China. In terms of imports, the first major
category of Kazakhstan’s imports from China is
electromechanical products, accounting for 42.5%
of its total imports from China. It is seen from the
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above that the trade between China and Kazakhstan
has strong complementarities. Kazakhstan mainly
exports the primary products such as energy and
resources to China and imports mainly manufactured
products.

1.2 Analysis on the Combination of trade
between China and Kazakhstan.

With the deepening cooperation between
China and Kazakhstan, the extent and reliance on
each other’s economy have increased. The trade
combined degree (TCD) is usually used to measure
the trade interdependency between the two countries
on each other.

The calculation formula is as follows: TCDij =
(Xij / Xi) / (Mj / Mw)

TCDij represents the measure of the degree of
combination, Xij refers to the country i’s exports to
country j, Xi means the total exports of country i,
Mj represents the total imports of country j, and Mw
represents the world’s total imports.

The value of trade combined degree is usually
compared with 1, when TCDijj is bigger than 1, the
representative shows that the two countries have a
high degree of combination and close trade relations.
When TCDij is less than 1, the two countries have
lower combination and loose trade relations.

A

»

—4—TCD of CNto KZ

L3 4 - TCD of KZto CN

0,5

Figure 1 — The trade combined degree and the trade value
between China and Kazakhstan
Source: Calculated based on the UN Comrade database
(UN Comtrade data, 2016).

The trade-combined degree between China and
Kazakhstan has always been greater than 1, indi-
cating that bilateral trade between China and Ka-
zakhstan is intimate, and the trade combined degree
between Kazakhstan and China is relatively stable.
However, the graph shows some divergence between
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TCD of China to Kazakhstan and TCD of Kazakh-
stan to China, and the first is higher than second.
This means that trade interests of both countries are
slightly different. In general, the trade-combined
degree from China to Kazakhstan is higher than
Kazakhstan to China, indicating that China is more
dependent on the trade of Kazakhstan. This suggests
that China is interested in exporting its goods and
services to Kazakhstan, and Kazakhstan depends on
imports from China.

Results 2. The Importance of Economic and
Trade Cooperation between China and Kazakhstan

2.1 Promote friendly the developmental rela-
tions between the two countries.

Since China and Kazakhstan established dip-
lomatic relations in 1991, the leaders of the two
countries have visited the other country on many
occasions. In 1997, China purchased 60% stakes
in Kazakhstan Aktyubinsk Oil Company and ex-
changed views on the implementation of the Ka-
zakhstan-China Petroleum Cooperation Agreement.
After China acceded to the World Trade Organiza-
tion in 2001, China formulated and implemented the
the great western development strategy, then formu-
lated a series of preferential policies and support-
ing strategies in Xinjiang, which makes the trade
cooperation between the two countries even closer.
In 2002, China and Kazakhstan signed the treaty of
good-neighborliness and friendship and coopera-
tion. In 2003, these two countries established the
strategic cooperation partnership between Kazakh-
stan Electricity Grid Operating Company (KEGOC)
and the Chinese management company. In 2005,
China and Kazakhstan established a strategic part-
nership, in 2006 formulated and signed the coop-
eration strategy for the 21st century. In 2007, they
signed the cooperation framework for non-resources
cooperation. In August 2014, Chinese private com-
pany Geo-Jade Petroleum Corporation acquired
95% of shares in Maten Petroleum of Kazakhstan.
At present, China and Kazakhstan keep strengthen-
ing their cooperation in various industries. For ex-
ample, 28 projects connected with steel, cement and
other industries have been signed. Compared with
the previous years, the project has greatly improved
with a total investment of more than 23 billion U.S.
dollars.

2.2 Optimization of the industrial structure and
promotion of sustainable economic development.

The economic trade and investment exchanges
between China and Kazakhstan have had a positive
impact on the development of both countries. For
China, cooperation with its neighbors and emerg-
ing economies undoubtedly adds another dimension

to China’s diplomatic interaction. It can make full
use of foreign resources to make up for lack of do-
mestic resources, and make China’s economy more
efficient and improve China’s international sta-
tus. Internally, Kazakhstan borders with Xinjiang.
China-Kazakhstan cooperation is beneficial to the
implementation of the strategy for the great western
development strategy, providing resources and se-
curity for the “west-east gas transmission”, raising
the economic development level in western regions
such as Xinjiang and improving the situation of un-
balanced development between eastern and western
regions in China, so that the domestic environment
will be more stable. For Kazakhstan, the coopera-
tion between two countries has caused the gradual
narrowing of the gap between the rich and the poor
in the country, the further improvement of the peo-
ple’s living standards and the remarkable increase in
purchasing power. Another key cooperation direc-
tion between China and Kazakhstan is the field of
innovations. Only constantly upgrading economic
strength and technological capabilities can achieve
more efficient returns in each business area and truly
enhance the strength of a country. While considering
economic development opportunities and risks, the
two sides should conduct comprehensive analysis of
various trades and investment activities in light of
the risks they would face in economic cooperation
and obstacles in different fields, strengthen com-
munication and cooperation, timely adjust and issue
relevant strategy, make rational planning, sothat to
minimize the investment risk.

2.3 Relieve political and economic risks.

The political risks are analyzed as follows: The
systems of political management along ‘the belt and
road’ are not the same, the religious issues are com-
plicated, some countries are even affected by the
war, and the political environment lacks stability in
the long term. The development of the “one belt one
road” needs plenty of capital. The credit funds of
banks and financial institutions are not conform re-
spectivly with the GDP of each country along ‘one
belt one road’, which aggravates the impediments
to the flow of state funds. The friendly cooperation
between the two sides can ease the political and
economic risks, which mentioned above. It will not
only strengthens the mutual political trust between
the two countries, but also promotes the deepening
political exchanges, and maintains the peace and so-
cial stability within the two countries. China is also
facing the problem of overcapacity. Actively coop-
erate with Kazakhstan and other countries along the
line of ‘one belt one road’ can effectively improve
the utilization of production capacity, improve the
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return on investment and make rational use of funds.

From the perspective of bilateral trade volume
and growth rate, the volume of import and export
trade between China and Kazakhstan generally
shows an upward trend, but the situation of low lev-
el and fluctuation still appears. 1997-2004 China has
been in a state of trade deficit. Except for 2001 and
2009, the bilateral trade volume has been increasing.
These phenomena shows that while bilateral trade
between China and Kazakhstan develops, it is also
constrained by other uncertainties. This situation
improved in 2005-2009, and China started to show
a surplus. From 2010 to 2013, China has been in a
trade deficit with a larger increase in the value of the
deficit than in the past. This long time deficit data
shows that each of the two countries is dependent
on each other and shows that the two countries have
great opportunities for cooperation and space in the
future, and then get better achievement on trade
complementarity.

Conclusion

After the “one belt one road”, strategy was pro-
posed, more, more opportunities of industrial co-
operation between the Kazakhstan and China have
been created, and the amount of cooperation funds
has been greatly increased. The following progress

has been made: On December 14, 2014, Chinese
Premier Li Ke-qiang paid a visit to Kazakhstan. Un-
der the active exchanges and cooperation between
two sides, Kazakhstan Prime Minister Massimov
and Chinese Premier Li Ke-qiang reached a coop-
eration agreement worth a total of 14 billion U.S.
dollars. On May 14, 2015, CGNPC and Kazakhstan
National Atomic Energy Corporation signed ‘the
Memorandum of Understanding on Developing
Clean Energy Cooperation’. At the same time, Chi-
na and Kazakhstan are also expanding their coop-
eration in the field of infrastructure. For example, in
the area of transportation and transport, Kazakhstan
is located in the central Eurasian continent and is
an important hub for connecting the trade dealing
in neighboring regions. After the active investment
of China and Kazakhstan, a number of railways and
highways have now been developed and built to
minimize trade obstacles.

Thus, Kazakhstan and China have great potential
and all opportunities to expand and deepen mutually
beneficial cooperation and collaboration in various
fields: transit and transportation through Kazakhstan
to Europe, trade growth, investment exchange, in-
dustrial cooperation and construction of new plants,
joint ventures, cooperation in the field of education,
training, consulting, etc. Such cooperation will bring
more economic benefits to our countries.
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